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The governments of Chile and China have completed negotiations on a free-trade agreement (FTA)
and are looking forward to signing a document within the coming weeks. The FTA would be the
first that China has signed with a Latin American nation and would significantly increase trade
in a range of goods, particularly in Chilean agricultural exports. China-Chile trade has increased
twofold to threefold in the past four years, and exporters say the FTA will accelerate that pace of
increased commerce. Lagos and Hu Jintao will sign in late November Chile and China hoped to
sign the treaty in late November, according to Chilean Foreign Relations Minister Ignacio Walker.
The agreement came less than a year after the two countries initiated conversations toward a treaty
(see NotiSur, 2004-09-10) and followed five rounds of negotiations, the last of which was completed
on Oct. 28 in Peking. "This is great news for Chilean exporters," said Walker at the end of the
Peking round where he headed a team of technical negotiators meeting with Chinese authorities.
Chilean President Ricardo Lagos and Chinese President Hu Jintao will sign the treaty during the
annual meeting of the Asian-Pacific Economic Cooperation (APEC) forum in South Korea later this
month. It was at last year's APEC meeting that the countries announced the formal start of deal
making, the most ambitious bilateral negotiation project Chile has undertaken after its FTA with
the US and the European Union (EU). "I believe that it is very good news for Chile, good news for
agriculture, for the cattle [industry]," said Lagos. "Access to the Chinese market is good news for
the creation of employment for our country." Agricultural, copper sectors anticipate expansion The
new era in trade relations with China will open a market for Chilean goods of more than 1.3 billion
consumers with an average growth rate of 9%. From the first day the FTA goes into effect, 92% of
Chilean exports will be able to enter China duty free, especially benefiting the copper industry,
the main export of the South American country, of which China is its number-one buyer. The
remaining 8% of goods will drop to a tariff of zero across a five- to 10-year period. In five years,
Chilean products like cherries, peaches, poultry, cheese, and lumber will be duty free, while in 10
years products like salmon, grapes, apples, and wines will face no duties at the Chinese border. In
the case of China, the accord immediately removes duties for 50% of products the country sends to
Chile and for another 47% over the ten years the treaty will be in effect. Chile will immediately open
its market to products like machinery, computers, automobiles, cellular telephones, DVD copiers,
and printers, among others. Nonetheless, the agreement left out 1% of Chilean exports and 3% of
Chinese exports. Among the 152 Chilean export exceptions were agricultural products subject to
price bands like wheat, flour, and sugar, as well as tires, some textiles, and clothing. The president
of the Sociedad Nacional de Agricultura (SNA), Luis Schmidt Montes, also celebrated the end of
negotiations at a cocktail party at the Chilean Embassy in Peking. He said, "The sector that gains
most with this agreement...is the agricultural sector." The FTA also contains and agreement on
trade defense that will permit the two countries to protect themselves in case of increases in exports
from third countries that cause market distortions or negative effects in national industries. There
is also a mechanism to resolve disputes that may emerge under the FTA's framework. The treaty
with China, in contrast to other FTAs signed by Chile, will be centered exclusively on market access
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for goods, leaving the door open for later incorporation of services and investments. On Nov. 3,
Chinese vice minister of labor Wang Dong Jin and Chilean undersecretary of labor Cristobal Pascal
signed a cooperation accord in the areas of labor and social security, in order that the two countries
exchange experience on those two subjects. Chilean products increase Asian presence Last year,
Chile exported US$3.3 billion of products while the Asian giant exported US$1.9 billion to Chile.
With those figures, China became the number-two trade partner of Chile, after the US, and took the
third position as destination for Chilean exports, receiving 10.8% of them. Walker says that 36% of
Chile's products go to Asia. Chile, he says, "is the only country in Latin America to have closed a
negotiation with China on an FTA, obviously that is very encouraging." Chile is known as having
the most liberalized economy in South America, having the above-mentioned agreements with the
US and EU, as well as an FTA with Mexico. In Asia, Chile has already signed an accord with South
Korea and currently is negotiating agreements with India and Japan (see SourceMex, 1991-12-18
and 1997-01-29, and NotiSur, 2002-12-20, 2003-06-13, 2003-08-08 and 2004-02-20). China, meanwhile,
is trying to finalize the world's third-largest FTA with the Association of Southeast Asian Nations
(ASEAN). This free-trade area, set to be in place by 2010, would only be smaller than the North
American Free Trade Agreement (NAFTA) and the EU. The Camara de Comercio de Santiago (CCS)
says trade between Chile and China will increase by US$260 million thanks to the FTA. The CCS
says exports there tripled between 2000 and 2004, with growth in exports going up 70% in 2005
compared with the same period in 2004. In the 2000-2004 period, Chinese imports to Chile have
doubled, the group says. [Sources: Bloomberg, 10/17/05, 10/20/05; El Comercio (Ecuador) 10/28/05;
Xinhua (China), 10/24/05, 10/25/05, 10/29/05, 11/01/05; www.tdctrade.com, 11/01/05; El Mercurio
(Chile), 10/25/05, 10/28/05, 11/03/05]
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